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  Fiscal Decentralization is a worldwide phenomenon, while most of its effects on 
the society and economy stem from fiscal competition among local governments, 
which is born with the policy autonomy endowed by decentralization. Since the Third 
Plenary Session of the CPC in 1978, the great socio-economic reform in China has 
been attracting the world’s attention, in which fiscal decentralization plays an 
important role. Along with the reform, the market-price mechanism that determines 
the flow of resources was improved; the political-economic interest of local 
governments become relatively independent; and the intergovernmental fiscal 
relationship was standardized and stabilized. Together, these three issues provide the 
mechanism, motivation and tools of conducting fiscal competition to Chinese local 
governments, which enabled the fiscal competition among local governments to 
become a reality. Under this background, fiscal competition among local governments 
has become one of the most important topics among public finance theorists. 
 Focusing on the patterns of strategic interaction of tax burdens, the present paper 
first analyzes relevant literatures and reviews the history of intergovernmental fiscal 
relation in China, and then respectively estimates the reaction functions of tax burdens 
of local governments in different regions and periods with spatial lagged panel model. 
The result indicates that, in the period of 1999-2003, provinces in the eastern region 
took “mimicking from each other” as their patterns of strategic interaction of tax 
burdens; provinces in the middle region took “riding on a seesaw” as their patterns of 
strategic interaction of tax burdens; it is hard to find the evidence that the provinces in 
the western region engaged in the tax burden strategic interaction. However, in the 
period of 2007-2011, the strategic interaction of provinces in different regions 
weakened significantly. 
 Basing on the results, conforming to the trend of development of theoretical 















fiscal competition that takes heterogeneous local governments, productive public 
goods and dynamic characteristic (only to a certain extent) into account, so as to 
explain the phenomenon discovered above. The result implies that there exists some 
critical level of economy development, than which local government’s level is lower 
will not engage in strategic interaction of tax burdens. In contrast, local government 
whose level is higher than the critical level will interact differently with different 
opponents while setting its tax burden. To be specific, when the opponent’s level is 
lower than the critical level, the pattern of tax burden strategic interaction will be 
“riding on a seesaw”; when the opponent’s level is also higher than the critical level, 
the pattern will be “mimicking from each other”. In addition, the results also show 
that fiscal competition and tax burden strategic interaction will be eliminated unless 
the interregional gap of economy stops widening. 
 And then, in order to test whether the model is suitable in China, this paper uses 
the provincial panel data in different periods to test the conclusions that can be 
derived from the model. It can be told from the result that the model established 
above is applicable in China. However, the reason that the strategic interaction of tax 
burdens in the period of 2007-2011 weakened should be attributed to local 
governments’ changing their behaviors to coordinate with the proactive fiscal policy 
of central government, rather than the enlarging inter-provintial economy gap. 
 Finally, on the basis on the results above, this paper derives several corresponding 
conclusions and proposes some policy suggestions. 
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 1.2.1 地方政府 










































 1.2.3 税负策略互动 
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